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fault with many of the rulings on arbitrated issues made by the Commission), there are several

rulings which should be reconsidered and may be the subject of further hearing.IS These rulings

affect the documents filed by the parties and v.ill adversely impact the permanent rates that are

contemplated by the Award.

Axnong the most critical issues which must be corrected are: depreciation cost factor.

intrastate access charge "ending~ft and avoided cost issues. (I1te issues are discussed herein

following the paragraph order ofthe Award.)

Unbundled eiematl-The Commissionshould reconsider i~ rulings on unbundling

as it has gone far beyond the requirements ofFTA 96 in its attempt to accelerate the development

ofcompetition. Examples ofthis include dark:fiber and sub-loop unbundling. neither ofwhich the

FCC required. Award at paras. 4, 6, 8. The FCC was arbitIary and capricious in ordering

unbundling of systems which were not networlc elements, such as requiring the unbundling of

operational support systems, and that have no role in ttansmitting a call over the network. lbis

Commission should not follow suit, as such unbtmdting is not necessalY to promote competition and

is beyond the unbundling contemplated by FTA 96.

Support FunctioDs - The Award makes SwaTs progress on the development and

implementation of£'new" electronic interfaces a factor in evaluating compliance with §271(c) of

FTA 96. The development ofnew electronic interfaces is not a requirement ofFTA 96 or the FCC's

F1ISt Report and Order in 96-98. The FCCts First Report and Order at paragraph 523 requires only

that an incumbent local exchange caIIier (!LEC) provide access to those operation suppon systems

'"
The Commission has tepeated1y stated that this arbitration is not a "contested" case

under the APA. ~, 21 Tex. Reg. at 8484. Thus, while the Commission may not have comemplated
motions for rehearing in 1his COntext, the issues raised and the pOSSIble reliefofrehearing is entirely
consistentwithFrA96 and the standaIdofreviewtbat the ComJnjssion must utilize when reviewing
agreemen~. Moreover, S'WBTmust be prudent in protecting its appellate rights, and in that regard,
moves for rehearing on the issues raised in this filing. Toward that end, SWBT respectfully asks the
Commission to reconsiderpomu'raised inprior SWBT fiIingsIbriefsIotions which have previously
been denied.
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thatare currently available to itself. Accordingly, this provision ofthe Award should be reconsidered

as going beyond the requirement ofFTA 96. Award at para. 26.

Service Quality Dam Costs - The Commission properly ruled that tsps must pay

SWBT's cost incomplying with LSP audit requests. The Commission then inconsistently ruled that

when SWBT compiles service quality data for such audits (e.g., repair time intervals by LSP).

SWBT should not be allowed to charge LSPs for the cost ofsuch compilation. Award at paras. 28.

29. While SWBT is supportive of fair competition, it is not fair or reasonable for SWBT to be

ordered to incur additional cosas as a result of competition (without compensation) that its

competitors do not have to bear. Like audits. SWBT should be able to assess LSPs the cost of

service quality~ To hold otherwise is confiscatoIYt arbitmy and capricious.

Brandin: - The Award holds that LSPs may negotiate with SWBT to brand the

covers ofthe White Pages directories. Award at pam. 34. This issue was not on the DPL and should

be deleted from the award on that basis alone. Further. neither YrA 96 nor the FCC Order requires

or even mentions branding ofdirectory covers. ·Moreover, to do so would be a taking ofproperty

that neither Congress nor the FCC intended and would be violative oftbe First Amendment. There

was also discussion by the Commission 300m. LSPs negotiating to pmcbase unbound directories to

place their OVYD. covers on the books. nus issue also was not on the DPL, was not contemplated by

the FfA 96 or the FCC, and would also be an unauthorized taking ofproperty. More importantly,

neither is the branding ofdirectories nor the providing of'lmbound" books is a requirement ofthe

ITA 96.

Access to subscriber listin.,p - AT&T submitted this issue for axbitJ:ation, it has now

reached agreement with SWBT. Award at para. 43. Although this issue was placed under the

category of telephone directories in the Award, what AT&T was seeking had no~g to do with

directories. AT&T wanted non-disc access to the directoIy assistance database so that AT&T could

also provide directory assistance by making inquiries into the database in the same manner that

SwaT operators do. The parties have agreed on this is reflected in the AT&T filed docutnent.l9

J9 Although not arbitrated nor requited by the FTA 96, AT&T and SWBT have also
agreed to an exchange ofdirectory listings for the pmpose ofestablishing and maintaining a
directory assistance database. This is called the Mutual Exchange ofDirectory Assistance

II



APR-24-87 15.22 FROM.AT&T/L&GA ID.512 3702088 PAGE 18/8-

Avoided Cost Dismunt - Theavoidedcostdiscountof2I.6% is tainted by the FCC

rules and is. in fact, the product ofruIes stayed by the Eighth Circuit. Award at para SO. At most.

this discount, like other cost factors/rates. should be interim and subject to a trUe-up after the generic

cost proceeding. As discussed herein, the soundest approach is for the Commission to adopt the

service-by-service approach.

EUCL - Another ruling in the Award that should be reconsidered is the application

ofthe avoided cost discount to the EUCL. Award at para. 51. This requiIement makes no sense as

the EUeL is neither a cost that SWBT avoids in a resale environment, nor a. telecommunications

service to which an avoided cost discount should be applied. Rather, the EUCL is an interstate cost

recovexy mechanism that mmt be collected intotal and not discounted by any device whether in the

context ofproviding a subscriber line at xetail or for resale. It is inappropriate to apply the avoided

cost discount to the EUCL or to include it in calculalioIl&

More importantly, the FCC in its First Report and Order, held that the Subscriber

Line Charge ("SLCj (Le., the EUCL) is not subject to the wholesale pricing standard ofSection

252(d)(3).20 First Report and Order, CC Docket No. 96-98, para. 984. The apparent rationale for

applying the discount to the EUCL in the Award appears to be driven more by a

mathematica.Ilaccounting formula (i.e., because EUCL revenues were included in the denominator)

than by any actUal cost avoided reason as required by ITA 96. SWBT urges the adoption of a

service-by-service approach to avoided costs to determine the actual costs avoided for each service

available for resale- Continued reliance on the aggregate approach results in an excessive discount

that does not recognize the particular costs actually avoided as well as an inappropriate treatment of

interstate EUCL revenues.

Intrastate AccCSS OaNes - The Commission should reconsider the possible

termination of intrastate access charge recovery (e.g.• June 13, 1997) as indicated in the Award.

Li~ is attached as part ofAT&T's document and uses market-based rates. IfAT&T desires
to go into the publishing business. SWBT will negotiate a mutual exchange ofpublished
subscriber listings at marltet-based rates. Directmy publication is not a telecommunications
service and should not be part ofan interconnection~

20 This is completely consistent with the fact that the meL is a cost recovery
mechanism and not an avoided cost nor a service subject to the discount ofavoided cost.
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Award at para. 57. The ambiguity ofthe Award will lead to industry turmoil over interexchange

chmes which have no basis for considezation in this proceeding. !his arbitration is about local

intereonnection. It is not about access charges. ITA 96 makes it clear that Sections 251 and 251

are not applicable to iuterexchange service orare intended to affect access charges (i.e.• the sections

are to govern interconnection between competing providers of local exchange service and not

between LECs and IXCs for interexchange services). The Commission must recognize that

regardless ofprovider, if a call is inte.rexchange on an end-to--end basis, access charges must be

assessed, and not charges for local ca.1l tennination. Nothing in federal or state law authorizes any

other result Therefore, the Award should be clarified to avoid creating possible confusion about a

$600 million revenue stream in Texas and, ifintended, should be reconsidered as going beyond the

scope oftbis aroitration, contnuy to FTA 96, Section 2S I (d){3) and 291 (and PURA 95~s prohibition

against reducing switched access revenues; Section 3352(d».

~tloDalEAS - The reciprocal compensation provisions of the Award involving

optional EAS ignore existing intrastate access and treat optional EAS as local traffic and should be

reconsidered. Awmd at para. 59. As the Commission is well aware, the majority ofoptional EAS

has been initiated by nwnerous communities in Texas in conjunction with the incumbent LEC under

the "joint" provisions ofSubst. R. §23.49(b)(8). Ifan existing "toll/access" arrangement is changed

to EAS, and the only compensation available to the tenninaring company is a "cost-based" rate, then

the LEC cannot reasonably be expected to be willing to accept such an ammgement. Negotiated

EAS compensation was intended to replace "access" rates, which are not cost-based. Even the

stimulation effect offlat-rate pricing for retail HAS traffic will not make up the revenue shortfall to

replace~s rates with cost-based rates.

The Commission's Award discowages SWBT and other ILEC from maintaining

existing BAS plans or pursuing new~, contraIy to the goals ofSection 3.262 ofPURA 95. If

ILECs are discouraged from voluntarily pursuing EAS, this will force communities to prove in new

BAS undermore difficult standards than have been employed under the previousjoint ao:angex:nents.

In other words, optional BAS should not be the subject ofarbitra1ions underFrA 96 since it is not

local interconnection and the Commission exceeded itsjurisdiction as the federal arbitrators on this

issue. In addition, unless SWBT agrees to a negotiated EAS compensation rate, any compulsory

13
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arbitration ostensibly under Subst. R.§23.97 should not be an allowed vehicle for LSPs to avoid or

reduce access rates which would be in violation of Section 3.352(d) of PURA. 95 and Section

251(d)(3 and 261) FTA 96.

Qptj,gnal EASlEMS Additiye - The Commission should clarify if the $6.25

optional EASIEMS additive is an interim rate. It is SWBT's position that it is not interim as it is not

in the interim rate section ofthe Awmd. AT&.Ts document treats this as an interim rate. (AT&T.

Atta.ehment 12, para. 9.8) (S'\VBT understands that the S6.2S is "interim" until number ponabilit)'

and not "interim" until January IS, 1997.:n

~mmetrica.l Transport and Termination Rates - The Conunission should

reconsider paragraph 61 ofthe Award as this provision is contImy to basic cost causer/cost recovery

principles. Costs should not be based on geography served alone but should be based on COStS

incurred to serve an 8tea.

Cost Factors - The Commission needs to reconsider several erroneous rulings

regarding cost factors to be used (or not used) in the cost studies to be refiled as a result of the

Award.:U

The Commission erred and should reconsider including insufficient spare plant

capacity in the pricing of unbundled network elements, thereby understating SWBT's costs in

aetua.1ly providing service.23 Award at para 65, 66. Instead ofrecognizing the amount ofspare plant

actually required to provide service under real operating conditions (and in compliance with

Commission service quality rules), the Commission included much less spare capacity without

adequately considering actual requirements- 1bis incorrect decision amounts to a prudency

See discussion, November 7,1996. Tr. 180-186.

While review of the filed agxeementSIdocumenrs may be able to proceed without
resolving these issues, the issues should be resolved prior to the filing ofthe cost studies in January7

1997. In addition, as the parties file such agreements and/or negotiate, they should have the benefit
ofknowing that correct cost factors will be used in fmmulating the rates for interconnection, etc..

23 The specific fill tactor rulings on General Inputs in~h66 are inconsistent
with the Commission's statements in paragraph 654. Specifically. the fill factors which ate
adopted are the full or near-full usage capacity inputs (except for distribution cable in STP
processor capacity).

14
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disallowance on spare capacity without a full prudency hearina. This ruling hits SWBT \\ith a

"double whammy" (admittedly an overused term in this arbitration) since it continues for SWBT

alone the stringent quality ofservice rules which.necessitar.eS the additional spare plant capacily, yet

when the Commission sets prices for SWBTs unbundled network elements used by its competitors.

the Commission acts as ifksser qualkyofservice rules existed. Not surprising!:r, no competitor in

the hearing 100k the position that SWBT should provide services to the competitorat lower qualit)·

ofservice starlthtnb - ODly that they should be priced in such a ma.t1Ile1'.

The Commission further erred in redncing SWBT'$ rate ofreturn (used in pricing

unbundled network elements) from the level authorized. at the tUne SWBT elected out ofrate-of

return regulation and into incentive regulation under Subtitle H ofPURA 95. Award at para. 68.

In reducing SWBT's rate ofreturn, the PUC is pricing these unbundlai elements at a level much less

than inclUded in the prices for SWBT's retail services, thus further supporting competitive entry

beyond being "pro-competition" to being "pro-oompeOrot."

The Commission's ruling on depreciation (Award at para. 69) lives is erroneous

because it is inconsistent with PURA 95, which specifically provides that: "A <lompany electing

under Subtitle H ofthis title may determine its own depreciation rates and amottizations, but shall

notify the Commission of any chmlges." §3.1Sl. SWBT is an. electing company under Subtitle H.

As such, SWBT is entitled by statute to detenn.ine m own depreciation nttes and amortizations,

which right is being unla.wfully denied by the Commission's ruling on depreciation in this docket

The depreciation lives and amortizations dctc:nnincd to be applicable by SWBT are those it filed as

. a part of its cost stUdies. SWBT is clearly entitled to use of those SWBT-determined economic

depreciation lives in its LRIC cost studies under Rule 23.91, pursuant to the above-quoted provision

in PURA 95; it is equally entitled to the use ofthose same depreciation rates and amortizations in

this proceeding. The most important principle in regard to use ofdepreciation lives is consistency,

as reflected in the PURA 95 requirement that "Such rates, methods, and accounts shall be utilized

uniformly and coI1Sistently thtoUihcntt the nne setting and appeal proceedings." ld. SWBT has

made the determination ofdepreciation rates and amortizations 'that. it is entitled to make pursuant

to PURA 95> §3.151; those rates and amortizations should now be utilized unifoanly throughout

these proceedings.

15
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The Commission erred in adopting a series ofdepreciation rates based on historical

(embedded) data that will not reflect the shortened technology lives in the new competitive

environment24 Award at para. 69. This error has the dramatic effect ofsignificantly wtderstating

the largest single cost componen~ v.ittuaUy guaranteeing that SWBT cannot recover its costs. even

under the forward-looking methodology adopted by the Commission. The Commission should adopt

the forward~lookingeconomic lives and depreciation rates proposed by SWBT that are based on

expected competitive conditions (as provided for in new state and federal laws) rather than lives

based on historic conditions. The Commission looks to the future onptaeticaIly all other cost issues.

but on the issue ofdepreciatio~looks to the past. Competitors in this proceeding most likely have

depreciation rates that are at least 50010 greater than what was approved for SWBT. These

competitOIS·are permitted to book rates which are more reflective ofthe competitive environment

that the Commission rightfully~ then inconsistently uses historic (embedded) depreciation

rates for SWBT.

The Commission's use of FCC prescribed depreciation rates that are "retirement

lives" based upon embedded historical data reflecting the retirement ofregulated telephone plant

only at the point in time when there was no remaining customer service on the facility might have

been appropriate in a rate ofreturn environment where there was no competition for local services.

It routinely use economic depreciation lives reflecting the acmaI equipment lives of

telecommunications equipment in a competitive environment.

The Commission also erred in excluding inflationadjustments for determining multi

year intereonnection conttaet prices, unlike virtually all other commercial contracts. Award at para.

71.25 "While forward-looldDg COSTS are "incremental" in nat:ure, they are not "timeless" in a temporal

sense. Such costs are calculated for a partic:ular year (e.g, 1996) and, ifgeneral inflation continues

(as is usually the case), the exclusion ofan inflation factor will understate the incremental costs for

2.4 The FCC has even expressed an expectation that depreciation costs would
increase to reflect the changes that are occurring in the industry. First Report and Order at para.
686.

25 Again, such a niling is in consistent with part cost study practices under §23.91,
where Staffhas raised no objection to inflation factots.
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the next and subsequent years. In other words, ifinflation is not to be included. then arbitration

agreements should only be for one-year terms - otherwise the Award virtually guarantees under

recovery ofcosts. Ofcourse, none ofme parties want such sholt-termcon~. thus. SWBT should

be permitted to ;recover its forward-looking costs over the contract life by either average pricing.

including inflationary impacts that result in a UDifonn price overthe contract-life. Or a series of one

year prices in the contract. In any event, pricing based on today's incremental cost and requiring a

constant price to be available for longer than one year without the cost of inflation, will ensure

under-recovery ofthe cost ofprovi~service and that amounts to unlawful confiscation.

The Commission also em:d in omittingsubsmntial amounts ofSWBT's conduit, pole

and trenching costs in detenniJJing the forward-looking cost for pricing outsideplant facilities (loops

and interoffice trunking). Award at para. 73. The Commission improperly denied SWBT the

opportuni1y to recovera subsrantiaI amount oftbe actual forward-looking cost orits conduit and pole

costs on the incor.rect assumption that either. (1) SWBT would not incur those costs because other

car.riers would share the construction cost, or (2) SWBT would recover those costs through leasing

structure (poles and conduits) space to others.

There is no evidence to support the first assumptio~ except for electric companies

which have historically shared poles with SWBT, which is a fact recogninrl in SWBT's cost studies.

However, the possibility of sharing with other entities could only occur where SWBT has no

facilities or is adding facilities at the exact same time that new caxriers are also placing their facilities

on exactly the same route. The Commission will recall that. since many ofthe carriers contend that

SWBTs hub and spoke network arrangement is not the most economically efficien~ it is unlikely

that these same carriers will follow SWBT's network design when (and if) deploying their O'Wl'l

facilities.

Further, as to the second assumption, since TELRIC is supposed to develop costs of

the network elements, revenues recoveled from leasing space is irrelevant to cost development,

unless some significant portion ofthe saucture as included in SWBT's cost study is actUally leased

today and is not used for the provision ofnetwork services. However, this is not the case, as very

little pole space and duet space is leased today.~ SWBT's development ofcosts based upon

the full cost ofstructure is reasonable. Conversely, excluding a major portion ofthat structure based

17
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upon faulty assumptions for which there is no supporting evidence is umeasonable and tmlav-fuIl:"

confiscatory.

Charps for directories aDd igformatiWI paces - The Award improperly refuses

to allow SWBTto recover internal costs in pUblishing a directory. Award at para. 80.

Directories are not unbundled network elements, and therefore SWBT is not required

to use a TELRIC cost stUdy to establish these rates. However, SWBT, as a conservative measure.

filed a TELRIC stUdy. The Award then orders a difre,rent methodology that doesn't provide for coSt

recovery, and. specifically disallows SWBT's intemaI costs. Some ofthe examples ofinternal costs

that should be included were referenced in SWBT's motion for clarification on this issue.u None

ofthe parties that SWBT incurs costs in the production ofa~ry.

SWBTdoes not understand the methodologydescribed in the Award (atpara. 80) and

has been informed in negOtiariollS that the LSPs do not understand it either. Notwitb.staading

SWBT's position that the cost methodology in the Award is facially wrong because it does not

include internal costs, SWBT requem clarification and/or a worksession with the appropriate PUC

staff to assist SWBT and the LSPs in understanding the methodology so that compliance can be

measured and the Commission's intentions cazried out.

26

In SWBT's Motion for Clarification ofNovember 4, 1996, SWBT
argued:

It appears that the methodology to calculate costs does
not include SWBTs intemaI costs such as building
the listings, mainraining the database, inputting the
listings from numerous LSPs, updating the database
with curmrt information forwarded by numerous
LSPs, reviewing the LSpts information to ensure
proper fonnat. cont3Cting LSPs regarding incoIIeCt
information, negotiating with the directory pubUsber
regarding the directories, contacting numerous LSPs
regatding the deadlines set by the publisher, ordering
the directories or deliVering them." SWBT's Motion
atp.5.

18
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CgllocatigD - The interim rates mandated by the Award are not representative of

swaTs costs to provide collocation and this provision should be reconsidered. Award at para. 93.

In addition, Collocation should be handled on a case-by-case basis rather than by tariff.

luteryepine La'" -The Commission rejected portions ofSWBT's intervening law

language and added a provision on its own to the effect that any modification to the First Repon and

Order in CC Docket No. 96-98 (as to costing and pricing rules), including the case pending in the

Eighth Circuit Court ofAppeals, is n21 intervening law. Award at para. 91. Changes to the First

Report and Order and the Eighth Circuit case are precisely the type ofproceedings that SWBT and

the parties would reasonably expect to be included in the intervening law provision. The apparent

rationale for the Commissionts additional language was the Commission9 s unlawful post-hearing

declaration that it was not following the FCC'$ costing and pricing but~ instead, using its own

rules. This declamtion and this portion ofthe associated intelvening law pro'\'ision is unlawful and

should be reconsidered. The Commission t 5 provision is an unlawful attempt to force parties to

waive appeal rights. SWBT's original intervening law language should be approved. SWBT Brief,

October 18. 1996, pp. 70-71.

ID. THE COMPULSORY ARBITRATION PROCEEDING AND THE RULES
UNDER WInCH IT WAS CONDUCTED ARE UNLAWFUL

A. The Arbitra~on Award and Agreements Must Comply with ITA 96 and
PUBA 95 - Not With the FCC Rules

1. The Improper and Unlawful LeveAJe oftbe FCC Rules

For any hearing. a ftmdamental question that must be answered at the outset is what

are the rules to be applied during the hearing.Z?' In this case, the Commission squarely answered this

ftmdamental question at the outset the hearing would be conducted not only underFrA 96 but also

under the FCC's rules interpreting PTA 96. outlined in the mammoth First Report and Order. The

CoIIlIIlission will recall the numerous times that lawye!'St witnesses and staffreferred to the then

~ statedabove, SWBr raised sevend legal cona:ms with the Commission9s Dispute
Resolution roles in Project No. 15557. Those arguments will not be repeated here but are
incorporated herein by reference.
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recently issued FCC orderand rules. At times, some ofthe witnesses and lawyers read the order and

rules at length during the bearing. At the outset of the case, the Commission wiII also directed

SWBT to file TELRlC cost stUdies - a type of:>tuc!y never before conducted in Texas. but required

by the subsequently stayed FCC roles.

SWBT believes that many of the FCC's rules are unlawful (such as costing and

pricing, avoided cost, unbundling) and consistently reserved its rights to challenge them. SWBTs

views are shared by state commissions which have recently filed briefs in the Eighth Circuit. The

Eighth Circuit"s Stay Order, issued after the Commission had decided some arbitration issues but

before it had decided other issues, demonstrates that there is a reasonable probability that SWBT is

coneet.

The indeh'ble taint ofthe FCC's rules has substantially affected the ArbitrationAward

and related agreements. They have led the Commission to make decisions which eviscerate

facilities-based competition. Those decisions have set up a regulatory scheme where costing and

pricing benefits favor resellers instead offacilities-based competitors. In fact, as indicated above.

ifthe unbundling requiremenTS remain "as is" or~AT&T wants, there will not be much need even

for resale, as unbundlinglrebundJing will be the entry vehicle ofchoice for new entrants (i.e., no

investment required, extremely low xates, leveraging the quality the incumbent provider's service).

See ID. A. 2., infra. Likewiset the FCC roles have resulted in an Arbitration Award and agreements

that will seriously damage SWBT's existing access revenues, without simultaneously providing any

substitute SOUICes offtmds with which to subsidize below-cost universal basic residential services.

As a holder ofa certificate ofconvenience and necessity, SWBT remains obligated to provide such

services. See Ill. A. 3., infia.

To the extent this proceeding and the negotiations were conducted under the FCC

rol~ the resulting Arbittation Award and agreements are inconsistent with the FTA as interpreted

in the Stay Order issued by the Eighth Circuit Court ofAppeals on October 1S, 1996. The Eighth

Circuit stayed the FCC's costing and pricing rules and the "pick and choose" rule contained in the

FCC's First Report and Order pending a final decision on the merits in that appeal. The Eighth

Circuit emphasized that it is necessary to have private negotiations and arbitrations ~'without [AT&T

20
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et al. having] the added leverage ofthe FCC's pricing roles." Stay Orderat p. 19. As indicated. this

entire case has been with AT&T etal. having the added leverage ofthe FCC's pricing roles.

The CommissiOD cannot avoid this problem by making a post-hearing proclamation

that it based its decisions on standards other than the FCC's rules. Award at para 62. footnote no.

S. para. 97. FaetUa1ly this is simply untrue: the Commission based its decision on a record made.

at the Commission's insistence, to address the FCC standards. But even if it were troe that the

Commission hadshifted standards entiIely afterNovember 7, it wouldbe illegal. Basic requirements

under due process and procedural requirements of the Texas Administmtive Procedure Act require

parties to know the standards to be applied bam a hearing, including the extent to which the

hearing is being conducted under federal or state law. so that they can shape theu- evidence to address

the controlling standards, and not after the decision. See Madden v. Texas Bd. Chiropractic

Examinerst 663 S.W. 2d 622 (rex. App. - Austin 1983, writ refd n.r.e.); Texas State Bd. of

Pharroaev v. SeelI.. 764 S.w. 2d 806, 814.15 (Tex. App... Austin 1988, writ denied); Lveth v.

Chrysler Corp.) 929 F. 2d 891, 894 (2nd eir. 1991). SWBT presented its evidence on the

understanding that the applicable rules were the avoided cost, interconnection and COSting (fELRIC)

rules ofthe FCC. SWBT did not present evidence based upon actual or historical costs for virtually

all ofits facilities and services.211

Moreover, the Stay Order cannot be sidestepped by simply srati.ng that it is applying

a Texas TELRIC (i.e., Subst. Rule §23.91). Award at pan\- 62. While 23.91 may be appropriate to

set a LRlC cost floor, it is not appropriate to use to set SWBT prices of interconnection and

unbundled elements. Both TELRIC and 23.91 fuil to consider SWBT's right to recover actual, not

hypothetical or super.efficient costs ofnetwork elements, and thwart the federal and state goals of

facilities-based competition. Moreover, both standards provide for less than the actual costs that

SWBT did present the testimony ofPaul Cooper, who discussed the actual costs for
the loop. SWBT understood that this evidcncewas only offered and admitted for the limited pmpose
ofproviding a bencbmarlc for comparison with TELRIC studies. SWBT did not present evidence
of actual costs for other network elements and did not understand that the Commission would
entertain setting rates based upon actual costs even though this would be consistent with FTA 96.
In any event, the actual loop costs were disregarded in the Award.

. 21
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SWBT is entitled to recover undei Section 252(d) ofFTA 96.29 Even if the COnmllssion were

correct that this is a Texas TELRlC, it is still illegal for the same reasons stated in the Stay Order

with regard to the FCC~sTELRlC.

Ifthe Commission has the authority it appears to have under Section 152(b) of FTA

96 to establish intrastate prices, itmust set rates that are just~d reasonable for interconnection and

network elements that are nondiscriminatory, based on cost (and include a reasonable profit). FTA

96, Section 252(d)(l). The interim mtes and the directions to do further cost studies in this case

under certain parameters violate these express requirements. For example, TELRle or a TELRIC

like standard does not consider actUal costs and requires presumption ofhypothetical technology

which likely will underestimate SWBT's costs and thus amotmt to subsidization of competitors.

Similarly, as to wholesale rates, the rates are to be based on retail rates excluding costs that "will be

avoided" (in con1l'aSt to being possjbly avoidable). Section 252(d)(3). Again, the Commission, like

the FCC, cannot ignore the applicable statutory standatds.

2. Facilities-Based Competition

Members of the House Committee on Commerce, which had jurisdiction over

FrA 96, recently filed a briefin the Eighth Circuit stating that the First Report and Order "blatantly

disregards congressional intent"3O The briefofthese congressmen emphasized that the dual system

oftelecommunications is still in place afterFTA 96. 47 U.S.C. §I52(b). The briefalso explains that

the primary policy of FTA 96 is to encourage facilities-based competition, so that there is more

investment in telecommunications facilities and more jobs, but that the FCC's pricing ofunbundling
. .

·and resale eviscerates faciliti~based competition. As the Conunission isa~ a strong Texas

legislative preference for facilities-based competition is also the heart of PURA 95. {Section

3.253 I(j)(2».

1t

The absolute unfairness and unlawfulness ofthe regu1at.oIy approach to unbundling
is apparent in that the lDlbundled rate for a service is less than the bundled rate in many cases, and
even less than resold services with the avoided cost discount.

30 ~ BriefofAmici Curiae.. (Dingell, Tauzin, Boucher, Hastert) in Iowa Utilities
Board. et N. v. Federal Communications Commission. et a!1~ No. 96-3321, United States Court of
Appeals for the Eighth Circuit, November 15, 1996. (Attachment D).

22



APR-24-87 15.28 FROM.AT&T/L&GA ID.512 3702088 PAGE 27/64

The Arbitration Award and agreements simply ignore this fundamental thrust of

controlling federal and Texas law. Nothing in the Arbitration AW)lfd and agreements encourages

facilities·based competition. Every additional unbundling decision, every below-hislorical-eost

pricing ofunbundled elements, every below-realistic-fimtte-a>S1 pricing ofsuch elements. and the

beIow-avoided-co~pricing ofwholesale services clearly discourages facilities-based competition.

Nothing in the record :from this proceedingdemo~ and the Commission has provided nO

substantial reasoned explanation, how these decisions can be squared with facilities-based

competitioIJ as intended under PTA 96 and PURA 95.

3. Access Revenges

Both PTA 96 and PORA 9S lDlquestionably contemplate proteetion ofexisting state

access revenue sources, as a means ofcontinuing to subsidize SWBT's provision ofuniversal basic

residential service at below-cost rates. unless and lmtil adequate substitutes, that fairly spread such

costs over all competitors, are in place. ~u, PTA 96 §§ 2SI(d)(2)7 254(b){4), 2S4(t); PURA

95 § 3.352(d)_ FTA 96 §254(bX4) states that "All providers oftelecommunications services should

made an equitable and nQndiscriro.inatory contribution to the preservation and advancement of

universal service." FfA 96 §254(t) states, in pc."Zti:nentpart, that "Every telecommunications carrier

that provides intrastate telecommunications services shall contribute. on an equitable and

nondiscriminatory basis, in a manner determined by the State, to the preservation and advancement

ofUDiversal service in that State." SWBT submits that the statutes require such protections. In any

ev~ to avoid constitutional problems, they must be so read.

The FCC's First Report and Order, the Arbitration Award and the resulting

"agreements" are, however, sharply at odds with proteetion of access revenues. They result in

unbundling at below-cost prices that make it economic for SWBT's competitors to dispense with

resale and thereby bypass access charges completely. This severe problem would be acutely

worsened ifAT&T's unbundling/rebundling accounting scheme were adopted.

Finally, the Commission's June 13, 1997 cutoffofRIClCCLC revenues. ~itration

Award at para. 57, will have a devastating impact on SWBT's access revenues. The Commission

ofcourse cannot gmuantee, and should not assume. that the FCC and the Commission will have fully

compensatory alternatives in place by that date. Nothing in the record in this proceeding
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demo~and the Commission has statedno substantial reasonedjustification for expecting. full

and timely substitutes.

B. CoDStrUe FI'A 96 and PURA95 to Avoid Unconstitutional Results and
Unpc=s.ry TakiDa

By federallaw~the AIbitratif;JD Award and "agreements"must be consistent with FTA

96. § 2S2(eX6). To the extent that PTA 96 p%eSCfVeS and does not preempt and override PURA 95.

they must also be consistent with the Commission's controlling state SUttUte, PURA 95. See

§252(d) and § 2S2(e)(3). This means that the Commission must: hamlonize both FTA 96 and PURA

95. When an agency is construing a statute~ it must avoid interpretations that result in

unconstitutional outcomes~ or that result in unnecessary takings for which compensation must be

provided. Bell Atlantic Tel. Co. v, FCC, 24 F.3d 1441 (D.C. eir. 1994).

This same point was made by Texas Attorney Genend Dan Morales in his brieffiled

with the Eighth Circuit.31 In that bri~ the State of Texas adopted the section of the State

Commission Parties' brief entitled '"The FCC's Reading of the Act Would Render It

Unconstitutional."3Z

The Arbitration Award and proposed "'agreements" follow the "FCC's Reading of

the Act" and would result in unconstitutional outcomes. In particuIar~the following major outcomes

would be unconstitutional under the Fifth and Fourteenth Amendments to the U.S. Constitution and

Art. I, Sections IS. 17 and 19 ofthe Texas Constitution:

• denial of access charge revenues used to subsidize mandatol)' universal

service at below-<:ost rates. before implementation ofa fully compensatory

alternative. The Arbitration Award denies such revenues as ofthe June 13.

1997 cutoffof RlClCCLC recovery and reduces them through below-cost

"unbundling."

• denial ofrecovery ofactual historical embedded costs ofunbundIed elements

and inte:rt:onnection. The Arbitration Award denies such costs through the

31 h State ofTexas· Partial Adoption ofJoint BriefofState Commission on
Parties. filed November 15. 1996. (Attachment E)

32 The State Commission Parties' briefis Attachment F.
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use of modeling assumptions and inputs that are premised on hypothetical

networks, and through decisions on rate ofreturn; conduit, pole and trench:

and sPare capacity.

• forced wholesale I3teS at discounts greater than actual avoided costs. The

Arbitration Award does soby using modeling assumptions and inputs that are

premised on bypothetical avoidable costs.

• forward-looking prices that do not recover ftd1 forw8:l'd·looking costs. The

Arbitration Award does so by ignoring the acceleration ofdepreciation due

to competition and by ignoring inflation after the first year.

• abrogating the regulatory compact and SWBT's franchise without

simultaneously providing adequate compensation. The Arbitration Award

does so by requiring SWBT to rely for compensation on revenues under

future poS;S1"ble FCC and/or PUC orders and rules, and on future profits that

might be earned in competitive markets.

• conditioning SWBT's entry into interLATA markets on its acquiescence in

the foregoing.

• FCC commandeering of a state agency for its fedetal policy purposes in

violation ofstate procedural and substantive law.

The ArbitIation Award and proposed "agreements" also result in takings that go

beyond what PTA 96 and PURA 95 plainly require. These include dark fiber, subloops, and

operational support services.

c. FoBo]! LepIJy Reguired Texas Procedures

Especially now that the Commission has stated that Texas substantive law

(pURA 95), not the FCC's disputed and ~bably euoneous assertion of:fedeml power, must control

the pricing issues, the Commission must make its determinations in accordance with Texas

procedural law. Texas procedural law requires either a contested case or a rulemaldng, or a

combination ofboth. The Commission has not yet utilized either or both procedures.
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D. Remedy

The EightCircuit Stay Olderexists.13 The dispute over the extent to which the FeC's

First Report and Order order is valid~ remains umesolved, and will not be finally resolved for

some time. So is the dispute over what PURA 95 validly requires. The question is. what can be

done by this Commission to implement local exchange competition and to facilitate interLATA

competition despite these disputes and uneenainties?

The answer is clear: set SWBT's proposed rates as interim rates, and revisit the

meritS in a proceeding conducted free ofthe "added levetage" ofthe FCC rules, with a record made

under Texas law addressing PURA 9S and PTA 96 substantive standards.

By"interim," SWBT means 1hat the CommiS$iOD would provide for amustmetm. up

or down, in these prices and rates. as may subsequently be determined to be valid. relating back to

the unbundled elements, intercozmectioos, and sales made under interim rates, and for surchUes

or refunds as needed to reflect the prices and rates that should have been charged, to implement such

decisions. On this approach no party to an intetconnection agreement would, at the en~ have paid

or received more or less than the lawful amount.

CONCLUSION

The Commissionshouldnotapprovethe AT&Tdocument as filed because it contains

provisions that are outside the scope of this arbitration and have not been agreed to by SWBT.

Moreover, the AT&T document contains provisions that are inconsistent with federal and state law

and are not in the public interest. In additio~ the Commission should reconsider various rulings as

outlined herein. More fundamentally, this proceeding bas been conducted in an unlawful manner

and under unlawful nrles.

At a minimum, a rehearing should be conducted free from the taint of the FCCts

mIes; informing the parties ofthe actual rules to be applied at the outsetofthe hearing; and, applying

the roles in a manner consistent with federal and state laws and with the policies ofencouraging

facilities-based competition and proteeting existing access revenue sources unless and until fully

Order.

33 The United States Supreme Court bas refused repeated attempts to vacate the Stay
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adequate and fair alternatives are in place. In the meantime, the Commission should adopt interim

prices and rates as proposed by SVlBTand provide that surchargesana refunds will be ordered \\'hen

final valid deterininations are made.

Atm~ the Commission should approv~ reject, or modify only language in the filed

documents which fairly implement its Award, and should not consider or resolve any additional

issues at this time.

RespectfUlly submi~

Edward L. Eckhart
General Attorney - Regulatory

G. MICHAEL BAUER
CHRlSTIAN A. BOURGEACQ
MERRIEM.CAVANAUGH
D. MICHAEL CHAPPELL
THOMAS J. HORN
BARBARA R. HUNT
L. KIRK KRIDNER

ATTORNEYS FOR SOUIHWESlERN
BELL TELEPHONE COMPANY
1616 Guadalupe, Room 600
Austin, Texas 78701
(512) 870-5711
(SI2) 87()..3420 (fax)
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CRRTlFICATE OF SERVICE

PAGE 32/64

I» Joseph E. Cosgrove. Jr., Attomey for Southwestern Bell Telephone Company.
certify that a ttue and comx:t copy ofthis document was served on the 2nd day ofDecember. 1996.
in the following manner: by hand delivety to Ms. Paula Mueller, SecretarY of the Commission.
PublicUtility Commission ofTexas, 1701 N. Congress Ave., AustiD, Texas 78701; and by facsimile
transmission or hand delivery to the parties ofrecord.
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ATTACHMENT 1 .. ARBITRATED ISSUES
2.2 AT&T will provide the exclusive interface to AT&1" Customers in connection 2.2 AT&.Twill provide the exclusive interface 10 AT&T Customers in <:onnection
with the markeling, offering or provision of AT&T services, except as otherwise wilb the Inarketing, offering or provision ofAT&T services, except as otherwise
provided in this Agreel1enl [n those Instances where SWBT personnel interface provided in this Agreemenl In those instances where SWBTpersonnel interface
directly with AT&T customers In connealon wllh providing Resale services to directly with AT&T customers in conneclion witb providing Resale services to
AT&T orally (e[ther in person or by telephone) or in writing, such personnel will AT&T orally (either in person or by telephone) or In writing, such personnel will
identify themselves aucUl\1 on behalf of Chelr to~a) service provIder. identify themselves as acting OR bellalror AT&T.

ATTACHMENT 2 - ARBITRATED ISSUES
4.8 When SWOT employee visIts tbe premises oran AT&T customer,the SWBT 4.8 When SWaTemployee visits the premises of ID AT&T customert the
employee must inform the customer that he or she is there acting on behalfoftheir SWaT employee m\lst Inform the customer that he ouhe [s tboro acting on behalf
lo~al.er"lee provider. Mlterlals left It the C\lStollier premises (e.g., a door hanger ofAL\T. Materials left at the customer premises (e.g., a door hanger notifying
notifying the customer of the service visit) musl also inform the customer that the customer ofthe service visit) must abo Inform the customer that SWOT was
SWOT was on their premises acting on behalf of Chelr toeal servlee pro"lder. Oll their premises acling on behalf ofAIAT.

4.9 SWBT tcclmicians will refer AT&T local custOln6r to ull their local service
provider ifan AT&T local customer requests a change to servi<:e at the time of 4.9 SWBT technicIans will refer AT&T loeal cus1omerto AT&T ihn AT&T
installation. local customcr requests a chango to service at the time of inslallation.

ATfACHMENT 3 • ARBITRATED ISSUES
10.1.2 When a SWOT employee vtsifl tho premises ofan AT&T local customer, the 10.1.2 Whl}n a SWBTemployoo visits lh~ premises of an AT&T local customer,
SWaT employee must inform the customer that he or sho Is there acting on behalf of the SWOT employee must infom the customer that h~ or she is there acting on
their )otallo"lee. provider. Materials left at tile customer premises (e.g., a door behalfofAIAI. Materials left at the customer premises (o.g., 8 door hanger
Mnger notifYing the customer ortbe service visit) must &00 infom tbe customer notifying tile customeroftbe service visit) must also infonn the cuslomer that
that SWBTwas their premises acting OR behalftheir loeal service provider. SWBT was their prem~s acting on behalf ofA:Ua.

10.1.3 If a trouble canllOt be cleared without access to AT&T's local customer's
premises and the customer Is notat hOI1Je. the SWBT technician willleav~ at tho 10.1.3 Ifa trouble cannot 00 cleared withollt access 10 AT&T's local customer's
customerts premises a non·branded "no access" card requesting the customer lO call premises and the custoll1er is not at home, the SWBT technician will leave at Ihe
their to~al $cnlcI prO\'lder for rescheduling ofrepair. customer's premises a lion-branded "no access" card requesting the customer to

caU ADT for rescheduling ofrcpair.

SWBT
11/21/96
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DOCKET NO. 16226
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ARBI11tATION AWARD ISSUES
SOUTHWESTERN BEl.L
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ATTACHMENT 6 - ARBITRATED ISSUES
8.2.2.1 SWIlT will proYidedark fiber in the dedIcated interoffice transport segment
of1hc network.as an unbundled network element under the following conditions:
SWBT will offer its dark fiber to AT&T when they have collocation space in a
SWBT tandem or end office, but may offer in pursuant to agreements tbat would
pennIt revocation oran AT&T's tight to use tho dark tiber upon twelve (12)
months' notic:e by SWBT. By March I, 1991, the Parties will agree on a
standardized fonn for leastng interoffice dark fiber. Thereafter. within 30 days from
receipt ofan AT&T lequest for Interoffice d~rk fiber, SWOT either will grant the
request and issue 8n appropriate lease ordeny tho request and provide AT&T with a
written explanation demonstrating SWOTs need to usc the specific fiber requested
by AT&Twllhin the twelve D10Dth period followmg AT&T's request. To exercise
Us right ofrewcation, SWBT must dcmODstrate that the subject dark fiber is needed
10 lneet SWBT's baldwidEn requlremen or lhe bandwidth requirements of another
LSP. An LSP may DOt, in twenty-four (24) month period, lease more than 25% of
SWBT's excess dark fiber capacity in 8 particular dedicated interoffice transport
segment. If SWBTem demonstrate wltllin a twelve (12) month period after the
dale ofa dark fTher leaso that AT&T is using tbe leased dark fiber capacity at a lovel
oftransmission less than OC·12 (622.08 million bit! per second), SWBT may
t'O"oke the lease agreement with AT&T and provide AT&T with sufficient
alternative means of lraUporting the trame. SWBT will provide AT&T with the
ability to connect to interofJ'tce dirk fiber. In each SWBT Cen'ral ornee whldl
"rYes al the point of termln.tlen for each Interoffice dark fiber leimeR',
SWOT will provide AT&T an appropriate termination point on a distrIbution frame
or lis equivalent.

Appendix Pricing. UNE, LOOPS (PAGE. OF 1)

'" Nole. in additIon. Central Office access charge.s apply and trip charges. may apply,
per SWBT's General Exchange TarIff, Section 21

SWOT
JJ121196

AT&T NOVEMBER 19t 1996
FILED l.lANGUAGE

8.2.2.1 SWBT will provide dark fiber in the dedicated inleroffice transport
segment of the network as an unbundled nelwork element under the following
conditions: SWBT will offer its dark fiber to AT&T when they have c:oUocation
space in a SWOT tandem or end office, but may otTer it pursuant to agreements
that would pennit revocation ofan AT&T's right to use tbe dark fiber upon
twelve (12) months' notice by SWBT. By Marchl,I997t the Pal1ies will agree
on a standardized form for leasing interoffice dark fiber. Thereafter, within 30
days from receipt ofan AT&T request for interoffice dark fibert swaT either will
grant the request and Issue IIIn appropriate lease or deny tbe request and provide
AT&T with a written exp1anatlon demonstrating SWOT's need 10 use the speeiflc
fiber requested by AT&T within the twelye month period following ATilT's
request. To exercise Its right ofrevocation. SwaT must demonstrate that the
subject dark fiber Is needed to meet SWBT's bandwidth requlremenls or lhe
bandwidth requirements of another LSP. An LSP may not. in twenty-four (24)
month period, lease more than 25% of SWOT's exeess dark fiber capacity In a
particular dedIcated Interoffico transport segment. If SWOT can demonstntte
within a twelve (12) month period after the date ofaclark fiber l~c that A'J'&T Is
using tho leased dark fiber capacity at a level oftnmsmlssion less than OC~12

(622.08 million bits per second). SWOT may rcyokolhe lease agreement willi
AT&T and provide AT&T with sutrlCient alternatlvo meaas of lransportlngthe
traffic. SWOT wUl provldo AT&1 with the ablHl)' to COIlRect to interoffiee dark
fiber In RDy facility where such nber ClI'''wbjeet to the proc:enres.atlutlh
in Chis par1lrapb, SWBT will provide AT&T an approprlat6temdnallon point
on a distribution frame or lis cquiva1ent.
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ATTACHMENT 7 .. ARBITRATED ISSUES
6.9 SWBT tech1lictans will refer AT&T end uler~customers to their localservtee 6.9 SWBT leebnlcians wlll refer AT&T local customers to ATAT, iran AT&T
provider, ifan AT&Tcnd user customern:quests B change to service at the time of local cuslomer requests a chango to service at 1he timo of Installation. When a
Installation. Men aSWBT employee visits tbe premises ofan AT&T end user SWOT employee visits the premi~s ofan AT&T local customer, the SWBT
customer, the- SWBTemployee must infonn t~ customer that be or she is there employee must inConn the customer that he or alle is tllere acting on behalfof
aCling on bebalfotthe customerts iDealsentlce provider. AlAI.

ATTACHMENT 8 .. ARBITRATED ISSUES
10.3 When a SWBTemploycc visits the premises ofan AT&T local customer, the 10.3 When aSWBT employee visits tile premises ohn AT&T local cusfomer,
SWOT employee must lnfonn Ibe customer that be or she is there acting on behalfof the SWBT employee must inronn the customer that he or she is there acting on
their localscnslee pro,lder. Materials left at the customer premises (e.g., a door behalfofAYIL[. Materials left at the customer prcnlises (e.g" a door banger
hanger notit)ting the customer ofthe service visit) must also inform the customer notifying the customer oflhe service Ylstt) must also lnformlhe customer tbat
that SWOT was Oft their premises acting 011 bebalfoftbelr loeallervJee provider. SWOT was on their premises acUnl on behalfofADI.
°10.4 Ifa trouble cannot be cleared without access to AT&T's local customer's
premises and fle customer Is not It home, tbo SWBT technician wilL leave at the 10.4 lfa trouble cannot be cleared without access to AT&T's local customer's
customer~s premises a no~branded "no access" card requesting 1he ~u9tomer to call premises and the customer is not at bome. the SWOT technician will leave at the
tbelr loealservice proTider for rescheduling of repair. customer's premises a non-branded fino access" card requesting the C\lstomer to
[Note: SWBT's prop~ed languag, jns~rted Qltove, although not JpecjflcQlly noted call AIAl: for rescheduling ofrepair.
on the "end o!negotlatkm$" langlHJge, 1ftU a/lvtl)'S "Dled by SWBTduring
negotiation,.)

ATTACHMENT 12 - ARBITRATED ISSUES
4.1 Transit Traffic (also known asThrougb-pllt) is a switching and transport 4.1 Transit Tramc (also known a$ ThrCM.gh-put) is a switching and transport
function only, whlch allows one Party to send to a third party netwo,k through tbe function only, which allows one Party to lend WI' Trame. as deORed tu
other Party·s tandem. Therefore, a Transit Traffic rate elelnent applies to all MOUs Sedlon 1,1, to a third party network through the other Party's tandem.
between I Party and tblrd party networks that transit the other Party's tandem Therefore, a Transit Traffic rate element applfe.s to aU MOUs between B Parly Dnd

switch. The originating Party Is responsible for the appropriate rates unless third parly networks that transit the other Party's tandem switdl. Tile originating
otherwise specified. These prices arc Interim and will apply \lntll furtller action of Party is responsible for llle appropriate rates unless otherwise specified. These
the PUC. Tile TransitTraffic rate element is only applicable when calls do not prices are interim and will apply until further action of Ihe PUC. 11,e Transit
ori~inale with (ortenninate to) the transit Party's end user. There are two Trame rale element is only applicable when calls do not originate with (or
eBtegorles ofTruot Trame: 4.1.1) Localll\d 4.I,1} Optional Area: tenninate to) the transit Parly's end user.

SWBT
11127196

SOUTHWESTERN )JELL
END OF NEGOTIATION LANGUAGE

AT&T NOVEMBER 19, 1"6
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4.1.1 TJle Local Tran,lt Trame rate elemenlls applicable when botl1 the
originating and termAnatina end users are wlthll, SWBT loca. and mandatory
exchanges as denlled In Sectfon 1.2

4.2 The Parties also ackRowledle tllat traffic orIginated hi third party
in(lImbent LEe exmaDle areas may trayer.e tbe SWBT tudem and
termJllate In otber tblrd party Inumbent LEe elCehallge areas. Although
dlreet connedloJls eould be used for tills trarnc, SWBT agrees to transit
this traffle for the rate .rSO.GO' per MOU if the other Incumbent LEe
exehalllcs share a eommon mUdatory loeal ealllllI area wltb all SWOT
excllallges Included In a metropelltal excll.llIe area. SWBT will proYlde a
list ohucb.lneambent Lie exehangeS upon AT&T's request.

4.3 All otl1er trame whleh Crall.lb a tandem witl be treated as meet-point
blllag traffle as descrlhd 11 ~CUOJ'-~l~~~U oC~!""~~_lllreed.

S.l OptionarCatting AM Compensation (OCA) - For extended area traffic
incillding Optional Area Traffic, except mandatory extended traffic addressed In
Section 1.2 of this Attacbment. interim compensatlon for tenlllnation of
intercompany fram~ will be the Interconnection rates in effect between SWOT and
olllet' incumbent LECs, te•• S.o1l3lMOU. This compensation rate applies to all
tenninating traffic forc_Ds to and froAl a specific area and the associated
me1rOpOlitan area. ntis rate Is hulependent er allY retan service arrangement
estabJ&slled by .lther AT&T or SWBT to tJlelr respeeU". end 1Isers. A list of
such aTeas will be pmldH by SWBT to AT&T upon request When cost-based
interconnection rates for BAS are established by the PUC, AT&T fraffie in SWBT's
EAS areas will be snbject to tho lesser ortbe cost-based interconnection rates or the
interconnection rates in effeet between SWOT and other incumbent LECs for such
traffic.
9.8 UntlilUrlher acllon by the PUC Interim rates will be applicable a, (ollows.
E.~h montll, the Performing Party will receive $6.'15 from tl1e Receiving Part)'
for ~ch Optional EAS number ported during tile period In wilich INP is
applicable.

SWBT
, In''lQ~

AT&T NOVEMBER 19, 1996
FILED LANGUAGE

4.2 TroD,it Traffie; Pdm
Iundem &wItching SQ.00145J/MQij

S.) Oplional Calling Area Compensation (OCA) - For extended area traffic
including Optional Area Traffie, except mandalory extended traffic addressed In
Section 1.2 ofthis Attachment, interh'A compensation for termination of
intercompany traffic wlJl be tho interconnection rates in effect between SWBT
and other incumbent LECs, i.e.• $.0183JMOU. TJais compensation rate applies to
all tem!ipating traffic for calls to and from a speclf1c area and the associated
metropolitan area. A list of such areas will be provided by SWOT to AT&T upon
request. Wilen cost·based interconnection rates for nAS are established by the
PUC.lhe reeiproeaJ compeDlltlQD rAkfer the termll.tJu Qfinten:fHDpu):
traffic ill csCr"dtd ealltug Ireas other than tboSt'o Section 1.% will be subject
to rbe lesser oCtile e05t-based interconnection rates or the Interconnection rates III
effect between SWBTand olher incumbent LECs for suell traffic.

9.8 llnUl (urther adlen by the ruc InterlOl..Dl1c' wll be applicable aa
lollows. Each month. tile Performing Party wig recctre $6,25 [rOllUh.c
RaMo. Party for each Optional EAS Dumber pOlled durlogjhe peeladJll
)Yblc:h INP Is apwkable,
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AirACHMENT 6- STIPULATED ISSUES
5.2.3.3.4 SWBTwill make avanabl~ to AT&Ttbe ability to route all Directory 5.2.4.4 SWBTwill make available to AT&T the ability to route all Directory
Assistance and Operator 8m!w tails (H411, 0+411, 0·, and 0+ Local) dialed Assistance and Operator Servi<:e.s calls (I +411, 0+411, 0-, and 0+ Loul.
by AT&T Customers dlrectl'lto the AT&T Directory Assistance and Operator O+lntraLATA Itll, QfHNeA-55S.1212 (IJItraUL\). J+HNPA.55S.J212
Services platform. Customized Routing will not be used in a manner ta (lotraLATA) ) dialed by AT&T Customers direetly to the AT&T Directory
circumvent the inter or Intra-LATA PIC process directed by lhe FCC. Assistance and Operator Services platform. Customized Routing wlJl not be used In

a manner to circumvent the irlter or Intra-LATA PIC process directed by the FCC.
5.2.3.3.5 SWBT will provide the functionality and features within its local 5.2.4.5 SWOT will provide the functionality and fcatu~s within its IOCQI switcl1 (LS)
switell (LS) to route AT&T customer-dialed Directory Assistance local calls to to rOllte AT&T customer-dialed Directory Assistance local a.' ]ntraLATA calls to
AT&T. (Designated tmnks via Fe.tare Group C slgnaUng or as the Parties AT&T. (Designated trunks via Falure Group DsignaliD." or as Ihe Patties nlay
may otherwise agree, for direct-dialed calls (i.e., sent paid).) otherwise asree. for direct-dlaled "'Is (1.14 sent pald),}
5.2.3.3.6 SWBT wUl provide the func1ionality and features within its I..S to route 5.2.4.6 SWOT will provide tbe functionality and features within its LS to route
AT&T dialed 0/0+ local calb to AT&T (Designated tmnks via operator services AT&T dialed 010+ 10caliDd IlltaLAlA calltiO AT&T (Designated trunks via
Feature Group Csignullng.) operator services Feature Group Csignaling.)

ATTACHMENT 13-STWULATEDISSUES
AppendiX Colloeallon Appendlx Collocation

3.0 Spate for RCRUtte Swltchlng Modgle Equipment 3.0 C911oea'loD of Remote Swltck'na MmIule EqUIpment

3.1 Where space pennit., SWBT agreel to allow AT&T to locate remote 3.1 Where space pennlts, SWOT agrees to allow AT&T to locate remote switching
switdllns modu.le eq\llpment (RSMs) in spaco dedicated 10 AT&T within module equipment (RSMs) in space dedlca1ed to AT&T within SWBT's <:entral
SWOT's central office premises, for the purpose ofaccessing unbundled office prcrnJses, for the purpose ofaccessing unbundled Network Elemellls or for
Network Elements or for network intcreonnoction. SWOT will pIau no network interconnection. SWBTwill place no restriction OT limitation on AT&Tas
restriction or limitation on AT&T as to the use or functionality ofthat equipment, to the use or functiollality of that equipl'nenl. with the exceptlon that SWOT Is nol
wilb 1he exception that SWBT is not required to ~rmit the location of required to permit «IlIocation ofequipment used 10 provide enhanced services.
equipment used to provide enhanced senices.
19.03 Semiannual AuaeblDept aod QccUl!a~y FeQj. SWBT's semiannual fees 19.{» Semiallnual Attachment and Occupancy Fm. SWln's semiannual fees for
for attachments to SWBTs poles and occupancy ofSWBT's ducts and conduits attachments to SWBTs poles and occupancy orSWDT·s duclS and conduits areIate specified In Exhibit l. For all anachments to SWlrels poles and occupancy specified in EllJ.lbJll. Far aU ftUaChOlcntslo SWAT's poles And OCCUPlllCY of
orSWOT's ducts and conduits, AT&T agrees to pay SWBT:ls semiannual SWBT's ducts and conduits, AT&T agrees to pay SWOT's semiannual charges as
charges as specified In Appendix J. spCGified in .EIhib1U

SWBT Appendlx I shows as half duct rate of $0.315 per foot and states, C4Each Exhibit) includes the following text: ··Conduit occupancy mkls shown are fur full·

SWBT
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inner-duct Is billed at tbe halfdu~t rate."

SWBT
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sized duets. Occupancy of inner-ducts will be at fractional rates prClp0rlionate to the
nunlber ofinner-du~ts contained in the tull-slzed duct."
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